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mercial banking system, without being impressed with the vital re- 
sponsibility that rests upon the state and national banking system 
and without being awed at the power that lies in the hands of the 
seven men who are now at the center of it all, the members of the 
Federal Reserve Board. 

It goes without saying that the author, in his effort to include the 
entire financial organization within the scope of a single volume, has 
been obliged to omit many important details of financial theory and 
practice. But the gain of perspective is worth the sacrifice of detail. 
Indeed, so discriminating has been the author in his choice of mate- 
rial that one is surprised that so much can be told in such little 
space. The book is a distinct contribution to the cause of business 
education. 

James C. Bonbright. 
Columbia University. 



Die Gerechtigkeit der Besteuerung. By Erik Lindahl. Lund, 
Sweden, Gleerupa Universitets-Bokhandeln, 1919. — xv, 226 pp. 

The two main problems of taxation, the problems of the scope of 
taxation, of the amount that shall be withdrawn from private use 
for the support of collective activity, and the problem of the appor- 
tionment or distribution of the burden of taxation among individuals, 
Mr. Lindahl attempts to solve by an analysis based upon the theory 
of marginal utility. The main purpose of the book is to discredit 
the faculty theory and substitute for it the benefit theory. His thesis 
is somewhat as follows : the principle of benefit is the general, theo- 
retic norm of taxation ; and the principle of faculty is only a sub- 
sidiary, practical maxim. The basis of the faculty theory is the 
organic theory of the state, the idea that the state is a super-individual 
personality. This implies the absolute duty of taxation. This organic 
theory, however, is discredited. The state is an organization of in- 
dividuals, declares Mr. Lindahl ; hence, he maintains, the duty of 
taxation is a duty wholly relative to the benefit derived from collec- 
tive activity. 

The function of the state is to satisfy public wants, which are a 
part of the complexus of private wants. Since the public life is 
thus involved with the private life, public economic activity follows 
the same laws that govern private economy. The laws of private 
economy which are applicable to the problem of taxation are the 
law of diminishing utility, the law of diminishing productivity, and 
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the law of the decreasing intensity of wants in the process of their 
satisfaction. 

The problem of the scope of taxation Lindahl attempts to solve 
according to the principles of marginal utility, marginal productivity 
and supply and demand. The production of public goods should be 
carried on to the point where utility is just offset by costs, as is the 
tendency in private economy, or where the marginal satisfaction is 
the same from both public and private goods. Public goods, like 
private goods, may be divided into producers' goods and consumers' 
goods. The productive, or reproductive forces of the state, such as 
agricultural experiment, and the statistical investigations of industry 
and commerce, confer benefits that are measurable in terms of money, 
of market price. And these activities should be governed by the 
principle of marginal productivity; that is, they should be carried 
to the point where money expended for state regulation of private 
activity ceases to be more productive than if spent directly in private 
activity. Public consumers' goods such as public art, public cultural 
education, and public parks should be governed by the principle 
analogous to the marginal utility of private economy. They should 
approximate the point where benefits are offset by burdens, or where 
money spent for public consumers' goods ceases to bring a greater 
satisfaction than money spent for private consumers' goods. The 
amount of money that will be spent for these public goods will be 
determined by the individual's estimate of the satisfaction that he 
will derive from them. Only the connection between cost and utility 
is more remote and difficult to ascertain than in the case of private 
economic life. The wants of great masses of individuals are ex- 
pressed only through representative government; and if representa- 
tion is imperfect and political or party forces are brought to bear, 
the power of economic forces in the determination of taxation is 
proportionately modified. The problem of the amount of taxation 
can be determined according to purely economic principles provided 
that individuals estimate intelligently the benefits that they will 
derive from state activity, and express their conception of self-interest 
through the agency of a democratic, representative government. 

Lindahl's solution of the other problem, the problem of the ap- 
portionment of taxation, seems less successful. It is based on a too 
narrow interpretation of the utility of income; for income possesses 
a social and political utility as well as an economic utility. Lindahl's 
main contribution is toward the solution of the problem of the scope 
of taxation. 
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The book as a whole is full of subtle and ingenious reasoning; 
the doctrine of individual benefit, however, seems untenable, and not 
supported by the argument of the book. The conclusions are stated 
in the form of individual benefit but the arguments apply rather to 
group benefit. If we substitute group benefit for individual benefit, 
Lindahl's theory may constitute a significant contribution. And since 
the problem of taxation at present is of so much significance, any 
theoretic contribution that prepares the way for a practical improve- 
ment may result in materially enlarging the net psychic income of 
society. 

Harvey Whitefiei.d Peck. 

University of Vermont. 

Guild Socialism. By G. D. H. Cole. New York, Frederick 
A. Stokes Company, 1920. — ix, 202 pp. 

Guild Socialism, as Mr. Cole presents it, is at once an attitude 
and a program. The attitude is to be discovered more especially in 
his former book, Social Theory; its crux is the wish to escape from 
the hard conditions of modern industrialism into a better working 
world. The program is devised with the idea that this may be 
accomplished, that industrial enthusiasm may be re-created and the 
old guild craftsmanship may be revived, by shifting the responsibility 
for industry from the autocratic few to all the workers involved in 
the industrial process and by providing them with a system of func- 
tional representation that will enable them at once to work and to 
share in management. 

This book is the program book which attempts to tell as clearly 
as may be at present how all this may be done. It will be seen at 
once that if the important thing in industry is the re-creation of en- 
thusiasm for work and joy in the job — and the Guild Socialist con- 
ceives it so — the most significant features of any system which hopes 
to attain these results will be the points of actual contact between 
the workers and their work. Naturally, the factory, or place of 
work, will be the unit of Guild life. The wider national and world 
aspects involved in the politico-industrial system are in a real sense 
only secondary to the Guildsman ; they are intended to free industry 
from centralized control. These problems are important and must 
be reckoned with ; but the premises for their solution lie in factory 
life; as problems they are to be thought of as having to be cleared 
away so that the workers' lives may be free. 



